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Wider Use of Sterling 


In its report for the year ended February 28, 1954, 
the Bank of England includes statistics on the use of 
sterling in trade outside the sterling area. The main 
features may be summarized as follows: 


1950 1951 1952 1953 
(£ million) 
Transfers between non-sterling 
countries* 463 379 
Transfers between OEEC 
anc, 78 112 78 
Transfers by OEEC countries to 
other non-sterling countries... 59 82 63 56 
Transfers by other non-sterling 
countries to OEEC countries - 99 179 168 182 


*Excluding transfers to and from American account coun- 
tries, and transfers between countries in the same mone- 
tary area. 

The rising trend in the use of sterling since 1949 con- 
tinued, but in 1953 the increase was twice that in all the 
earlier years combined. This is an effective demonstra- 
tion of the basis for the recovery in sterling’s strength. 
The report describes it as a process of revivifying sterling 
as an increasingly acceptable currency for the settlement 
of international trade. It attributes the rise in 1953 to 
the resumption of foreign currency arbitrage between 
certain members of EPU and to the reopening of com- 
modity markets in London, notably—in 1953—those for 
copper, grain, and wool futures. Transfers of sterling 
between non-sterling countries participating in the arbi- 


U.S. Federal Trade Commission Report on Coffee Prices 
The U.S. Federal Trade Commission, which has been 


investigating the reasons for the increase in coffee prices 
earlier this year, has transmitted its report to the Con- 
gress. The report states that the sharp rise in the price 
of coffee between December 1953 and April 1954 cannot 
be explained in terms of the competitive laws of supply 
and demand. It claims that the specific causes for the 
price spiral and the continued high price are inadequate 
crop reporting; speculation on the New York Coffee and 
Sugar Exchange by private Brazilian interests who en- 
tered the market and bought heavily just before the 
public announcement of the Brazilian Government’s in- 


creased coffee loan rate from Cr$1,200 to Cr$1,500 per 


trage scheme, including arbitrage transactions and trans- 
fers under existing facilities, amounted to £481 million 
in 1953, against only £45 million in 1952. 

U.K. merchanting transactions conducted on a sterling 
basis between non-sterling countries, including those 
under commodity market schemes, totaled £142 million 
in 1953. Similar transactions totaled £124 million in 1951 
and £71 million in 1950. The 1952 figure of £150 million 
included payments to American account under the short- 
lived scheme for selling dollar area goods to EPU coun- 
tries for sterling. Transactions under the coffee scheme 
continued to fall—from £21 million in 1951 to £17 million 
in 1952 and £12 million in 1953—probably owing to 
smaller business in Brazilian coffee. Total transactions 
under other schemes rose from £10 million in 1951 and 
1952 to £23 million in 1953. 

The report recalls the essential part played by the 
commodity markets in the prewar sterling system. While 
their direct contribution to the sterling area’s external 
income was by no means negligible, their chief signifi- 
cance lay in offering to holders of sterling in any part of 
the world a comprehensive range of basic products and— 
with the banks, shipping lines, and money, freight, and 
insurance markets—in providing the necessary services 
for the finance and movement of these products. They 
thus assisted “in making sterling a currency for which its 
holders found constant and ready use.” They have now 
regained much of the ground lost while they were inactive. 
Source: The Times, London, England, July 28, 1954. 


bag; speculation and abnormal buying for inventory by 
U.S. importers and large U.S. roasters; the announced 
increase in Brazil’s minimum export price from US$0.53 
to US$0.87 per pound effective July 1, 1954; the “restric- 
tive contract” used in futures trading on the Exchange 
which limits trading to only 10 per cent of the annual 
U.S. coffee consumption and which in turn creates an 
“unduly maneuverable” market; and trading irregular- 
ities on the Exchange. The remedies, according to the 
report, are principally legislative, and the Commission 
recommends that the Congress enact legislation designed 
to remedy market imperfections, i.e., the narrowness of 
the futures market, the inadequacies of basic marketing 
information, and trading irregularities. The Commis- 
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sion also recommends that Congress appraise the adequacy 
of present margin requirements. It was recognized, how- 
ever, that some of the factors affecting supplies and the 
price at which these supplies move to the market are be- 
yond the judicial and legislative powers of the U.S. Gov- 
ernment; such factors include minimum export prices, 
domestic price supports, and exchange regulations in ex- 
porting countries. 


In analyzing the course of prices, the report notes that, 
when the Brazilian Government increased the loan rate 
from Cr$1,200 to Cr$1,500 per bag in December 1953, 
the futures price began to rise. December futures had 
been $0.5840 per pound on December 2, 1953. Near 
futures rose to $0.725 on January 13, 1954, and July 
futures were $0.9635 on April 2. An adjustment followed, 
owing to expectations of the 1954-55 crop; by May 6 
July futures had fallen to $0.8340 per pound. This down- 
ward adjustment was brought to an end when the 
Brazilian Government announced its new minimum ex- 
port price of $0.87 per pound. The price of green coffee 
in the spot and futures markets has remained in the 
neighborhood of Brazil’s minimum export price since 
that date. 


Source: Federal Trade Commission, Press Release, Wash- 
ington, D.C., July 29, 1954. 


Cost of the War in Indo-China 


The major part of the cost of the war in Indo-China 
from 1946 to 1954 was included in the French military 
budget. The contribution of the U.S. Government, how- 
ever, increased after 1952 and was expected to be of 
major importance in 1954 (see accompanying table). 
The U.S. contribution was in the form of deliveries of 
military supplies, for which there is no accurate estimate 
as yet, but which are believed to have amounted to 85 
billion francs in 1952 and 119 billion francs in 1953, 
and which have been estimated at 200 billion francs for 
1954 (all figures in 1954 prices). In addition, for the 
fiscal year ended June 30, 1954, the United States had 
earmarked the equivalent of 275 billion francs 
(US$785 million) specifically for Indo-China; 135 bil- 
lion francs ($385 million) of this amount was for the 
support of the national armies of the Associated States. 
Up to July 1954, however, France had received only the 
equivalent of 40 billion francs ($115 million). In 1952 
and 1953, the U.S. Government had not specifically ear- 
marked for Indo-China the direct aid granted to France 
(195 billion francs and 173 billion francs, respectively) , 
but it is likely that the desire to help France meet the cost 
of the war was a factor in determining the amount of aid. 
It is also likely that various offshore orders were placed 
in France on account of the war. 
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FINANCING OF THE WAR IN INDO-CHINA 
(billion 1954 francs) 


Associated 
States Military U.S. Direct 
Budget Contribution’ 


French Military 
Budget for 
Indo-China’ 


... 102 n.a. 
a n.a. 
.---. 186 n.a. 
a ee n.a. 
. 258 n.a. 
321 


. 404 


‘Includes subsidies to Associated States (67 billion francs 
in 1952, 68 billion in 1953, 135 billion in 1954); excludes 
such expenditures as veterans’ compensation, repatria- 
tion, etc. 


* Estimates. The 1954 figure, which is likely to be revised 
downward, covers 200 billion francs of military deliveries 
and 275 billion francs of direct aid. 


Because of the complexity of the arrangements, it is 
difficult to determine the extent to which France and the 
United States each financed the war. France supported 
a large part of the total cost until 1952, but her share 
was reduced in 1953. The plan for 1954 was that the 
United States would finance roughly three fourths (475 
billion francs) of the total cost of 628 billion francs, 
France contributing the remainder. 


Between 1946 and 1954, the total cost of the war must 
have been above 3,000 billion francs (in 1954 prices) or 
about $9 billion, of which France contributed about two 
thirds. The budgetary contribution of the Associated 
States increased from 15 billion francs in 1951 to 60 bil- 
lion francs in 1954, but they received a subsidy from 
France of roughly twice their contribution. In 1954, the 
subsidy (135 billion francs) was financed by the United 
States through the French budget (as part of the U. S. aid 
to support the Associated States armies). 

Sources: Le Monde, Paris, France, July 21, 1954; Neue 
Ziircher Zeitung, Ziirich, Switzerland, July 25, 
1954. 


Europe 


U.K. Overseas Investments 


A series of estimates of U.K. overseas investments for 
the year 1952, recently published by the Bank of Eng- 
land, covers investments of U.K. residents made through 
the medium of securities quoted on, or known to, the 
London Stock Exchange, including dollar market securi- 
ties formerly registered with the Bank under the Exchange 
Control Act. They exclude, in particular, investments of 
U.K. insurance and shipping companies. Since the divi- 
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dend figures take no account of undistributed profits, 
they are not comparable with official balance of payments 
data; they do, however, cover an important cross section 
of such data. 

Total receipts from interest, profits, and dividends fell 
in 1952 to £154 million, from their 195] peak of £159 mil- 
lion; £4 million of the decrease was in dividends of U.K. 
registered companies. The continuing fall of basic com- 
modity prices in 1952 is probably the main reason for 
the decrease in total receipts. Higher dividends declared 
by oil companies (in some cases on increased capital) 
failed to offset lower dividends by rubber, tea, and min- 
ing companies. Nevertheless, total dividend income of 
£126 million in 1952 was nearly two thirds greater than 
in 1938, though the nominal share capital represented by 
investments in registered companies, at £960 million, was 
less than three fourths of the 1938 figure. It may be 
inferred that some changes in the portfolios of U.K. 
investors have resulted in a net gain for U.K. investment 
income. 

Net new Commonwealth investment—including new 
issues less redemptions, net market purchases, and net 
capital written up—was £18.6 million nominal in 1952, 
against £5.1 million nominal in 1951. 


Source: The Times, London, England, July 28, 1954. 
Financing of EPU Credits in Belgium 


Two special accounts related to the financing of the 
BLEU’s creditor position in EPU disappeared from the 
balance sheet of the National Bank of Belgium on July 15. 
The so-called discount with the National Bank of the 
stand-by credit with the International Monetary Fund 
was terminated; and the special account of the Treasury 
for the payment to exporters of the blocked proceeds of 
exports to EPU countries was integrated with the regular 
Treasury accounts. 

As its credits to EPU rose in the second half of 1952, 
the Belgian Treasury had discounted with the National 
Bank the US$50 million (Bfr 2,500 million) stand-by 
credit received from the Fund in June 1952 (see this 
News Survey, Vol. V, p. 182). This was done to over- 
come the reluctance of the National Bank to extend fur- 
ther credits to the Treasury against short-term paper 
when the Bank’s holdings of such paper came close to the 
limit of Bfr 10 billion. The discounting did not involve 
any drawing of dollars from Fund resources; it was 
purely a domestic operation between the Belgian Treas- 
ury and the National Bank; and, in its balance sheet, the 
National Bank included the operation, which amounted 
to Bfr 2,492.5 million ($49.8 million), under the account, 
“foreign exchange and gold receivable.” 

In June 1953 the Treasury reduced the amount bor- 
rowed from the National Bank by the equivalent of 
$10 million, corresponding to the annual debt repay- 
ment from EPU at that time. There has been a similar 
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operation this year, and by July 1 the amount in the 
account, foreign exchange and gold receivable, had been 
reduced to Bfr 1,495.5 million ($29.9 million). With 
the recent agreement on the extension of EPU (see this 
News Survey, Vol. VII, p. 18), the Belgian Treasury sur- 
rendered to the National Bank the $68.5 million it re- 
ceived at that time. As a result, the special account, for- 
eign exchange and gold receivable, disappeared. 

When the BLEU authorities abolished in April 1954 
the temporary blocking of export proceeds to EPU coun- 
tries (see this News Survey, Vol. VI, p. 327), the private 
banks undertook to purchase up to Bfr 2,350 million of 
special Treasury paper, to aid the Treasury in providing 
the funds required for the deblocking. It is reported 
that by July 8, 1954 the banks’ purchases totaled 
Bfr 1,747 million. Between April 1954 and July 8, 1954, 
the National Bank credited the proceeds of this paper to a 
special account of the Treasury, which on July 15 was 
transferred to the regular Treasury accounts. Since then, 
the account, “special provision for EPU advances,” 
apparently includes only the balances of EPU export pro- 
ceeds still to be deblocked. 

Sources: National Bank of Belgium, Balance Sheets; La 
Libre Belgique, Brussels, Belgium, July 19, 1954. 


Belgian Loans 


The Belgian Treasury, on July 17, closed subscriptions 
to two domestic loans. One issue, of 20-year, 4.25 per 
cent bonds, was offered at 97 per cent; subscriptions 
amounted to Bfr 6,660 million (US$133.2 million). Sub- 
scriptions to the other issue—5-year, 3.75 per cent 
Treasury certificates, offered at 99.5 per cent—totaled 
Bfr 875 million (US$17.5 million). Cash subscriptions 
to the two loans amounted to Bfr 4,780 million ($95.6 
million) ; and Bfr 2,755 million ($55.1 million) consti- 
tuted the conversion of 3.5 per cent, 10-year Treasury cer- 
tificates issued in 1944. The amount outstanding of these 
certificates, Bfr 1,293 million, will be redeemed in cash 
on August 15, 1954. 

According to press comments, the results of the recent 
issues are considered favorable. Reference has also been 
made to the fact that the nominal interest on a 20-year 
government loan issued in June 1953 was 4.5 per cent, 
against 4.25 per cent on the bonds issued this year. 


Sources: Agence Economique et Financiére, Brussels, 
Belgium, June 22 and July 28, 1954. 


Norway's Balance of Payments 


Preliminary figures for Norway’s balance of payments 
for the first half of 1954 show that the deficit on goods 
and services was NKr 467 million ($65.4 million), com- 
pared with NKr 599 million ($83.9 million) in the first 
half of 1953. The trade balance, excluding ships, shows a 
deficit of NKr 736 million, compared with NKr 1,040 


million last year; the improvement was due primarily to 
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increased exports. Imports of ships rose from NKr 456 
million to NKr 591 million, while exports of second-hand 
tonnage fell from NKr 87 million to NKr 63 million. 
Net freight earnings dropped by NKr 20 million, to 
NKr 770 million. 

The figures for capital transactions are incomplete. In 
the first half of 1954 Norway drew NKr 67 million on 
EPU, NKr 65 million on a Swedish loan (see this News 
Survey, Vol. VI, p. 335) and NKr 71 million on the 
IBRD loan (see this News Survey, Vol. VI, p. 319). 
Furthermore, there has been net private borrowing abroad 
of NKr 200 million by Norwegian shipowners. 

Source: Statistisk Sentralbyra, Aktuell Statistikk, Oslo, 
Norway, July 27, 1954. 


Swedish Foreign Trade 


Swedish exports in the first half of 1954 increased to 
SKr 3,804 million (US$735 million), from SKr 3,473 
million ($670 million) in the first six months of 1953; 
but the increase in imports was somewhat greater— 
from SKr 4,009 million ($770 million) to SKr 4,388 mil- 
lion ($845 million). Thus the trade deficit this year was 
slightly larger than a year ago. 

Of the SKr 379 million increase in imports, SKr 81 
million was due to increased food imports, SKr 60 mil- 
lion to chemicals, SKr 90 million to nonprecious metals, 
and SKr 100 million to automobiles. During the first 
half of 1954, 40,300 automobiles were imported, com- 
pared with 25,100 in the same period last year. 

Of the export goods, woodpulp and paper increased 
both in value and in volume. Exports of woodpulp were 
942,000 tons, compared with 795,000 tons last year. The 
volume of paper exports rose by 11 per cent. Deliveries 
of new ships to foreign countries were valued at SKr 287 
million, compared with SKr 153 million last year. 
Source: Svenska Dagbladet, Stockholm, Sweden, July 28, 

1954. 


Increased Finnish-U.S.S.R. Trade 


A new five-year trade agreement between Finland and 
the U.S.S.R., signed in Moscow on July 17, will govern 
trade when the present five-year agreement expires in 
1955. It is estimated that Finnish exports will rise from 
33.5 billion markkas in 1954 to 37.8 billion markkas in 
1960. Exports of metal products, which now constitute 
49 per cent of total Finnish exports to the U.S.S.R., will 
rise to 59 per cent during the five-year period. The 
increase is due to larger deliveries of shipping tonnage, 
namely three icebreakers, 20 small tankers (ranging from 
1,100 tons to 4,000 tons) , 22 dry cargo ships, and various 
trawlers and smaller ships. 

Finnish imports will rise from 24.5 billion markkas to 
28.5 billion markkas. The U.S.S.R. will supply all of 
Finland’s grain imports, 8,000 tons of sugar, 80 per cent 
of Finland’s requirements for fuel oil, 95 per cent of its 
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fertilizer requirements, and 6,000 automobiles and trac- 
tors per year, compared with 3,000 in 1954. 

In each year Finland will have an export surplus of 
9.3 billion markkas (US$40.5 million), of which 6.9 bil- 
lion markkas will be covered by Finnish imports from 
other countries under triangular trade arrangements. The 
remaining 2.3 billion markkas ($10 million) will be 
made available to Finland in convertible currencies by 
the U.S.S.R. 

Sources: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, July 19 and 20, 1954. 


Finnish Log Cutting 


Log cutting in Finland during the last season (June 1, 
1953-May 31, 1954) totaled 33.4 million cubic meters, 
or 18.1 per cent more than in the previous season. Of 
the total, 11.3 million cubic meters was large size soft- 
wood, 2 million cubic meters hardwood, 9.8 million cubic 
meters spruce pulpwood, 2.7 million cubic meters pine 
pulpwood, 1.1 million cubic meters pit props, 6.3 million 
cubic meters fuel wood, and 0.3 million cubic meters other 
timber. 


Source: Hufvudstadsbladet, Helsinki, Finland, June 30, 
1954. 


Greek External Accounts 


Preliminary statistics based on the record of exchange 
receipts and payments indicate that Greece’s exchange 
earnings in the fiscal year 1953-54 (June 1953-July 1954) 
were equivalent to US$265 million; this included US$138 
million from exports and US$122 million from invisibles. 
During the same period, exchange payments totaled 
$281 million—$250 million for imports and $31 million 
for invisibles. Thus there was a deficit of $16 million in 
1953-54, compared with a deficit of $46 million in fiscal 
1952-53. At the end of 1953-54, however, there were 
obligations to foreign suppliers arising from imports 
effected on a sight or time draft basis (authorized in 
July 1953), estimated at $70 million, of which some 
$10 million was in connection with imports actually 


landed. 


Source: Oikonomikos Tahidromos, Athens, Greece. 


Middle East 
Exchange Control in Egypt 


In order to encourage foreign investment in Egypt, the 
Minister of Commerce and Industry has issued a decree 
authorizing the unrestricted import of all goods from the 
sterling and dollar areas, provided that the proceeds from 
the sale of the imports are invested in Egypt and that the 
value of the goods imported does not exceed 65 per cent 
of the capital which is to be invested. Funds equal to 
the amount of the capital to be invested (in dollars or 
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sterling) must be transferred to Egypt before the goods 
are imported. The conversion of this exchange will be at 
the official rate and will not be subject to the “import 
entitlement account” system. The investor must declare 
in writing that his imports will entail neither a transfer 
of currency to other countries in payment for imports, 
nor any future financial obligation, such as interest or 
profit transfers. It is reported that offers to invest the 
equivalent of LE 2 million under this system have been 
received from nationals of Kuwait, Saudi Arabia, and 


Lebanon. 
Sources: Al Ahram, Cairo, Egypt, July 10 and 19, 1954. 












































Egyptian-Belgian Payments Agreement 


The Egyptian-Belgian payments agreement of May 28, 
1953 has been renewed, in an amended form, for the 
period to June 27, 1955. The proportion of Belgian- 
Luxembourg exports to Egypt that has to be settled in 
Belgian francs has been fixed at one third of the total, 
against 40 per cent under the previous agreement; the 
remaining two thirds is payable in Egyptian pounds. 
The Egyptian authorities have notified the Belgian author- 
ities of their intention to make it obligatory, as from 
June 28, 1954, for Egyptian exporters to receive payment 
in Belgian francs for 30 per cent of the value of Karnak 
cotton exported to BLEU. Moreover, the current pay- 
ments enumerated in the old agreement have been ex- 
tended to include transfers of capital belonging to per- 
sons who leave the territory of one of the contracting 
parties with a view to taking up permanent residence in 
the territory of the other. 





























































































































Source: Agence Economique et Financiére, Brussels, 


Belgium, July 15, 1954. 







Agricultural, Industrial, and Land Bank Established in Lebanon 


The establishment of an Agricultural, Industrial, and 
Land Bank in Lebanon, which was proposed last year 
(see this News Survey, Vol. VI, p. 105), has been ap- 
proved by the Parliament. According to the law, the 
purpose of the Bank will be to encourage and develop 
agricultural and industrial enterprises and enterprises 
designed to develop tourism. The capital is fixed at 
LL 5 million; LL 2 million will represent the Govern- 
ment’s participation and LL 3 million will be offered for 
public subscription. The Government will appoint mem- 
bers on the Board of Directors, in accordance with its 
share in the Bank’s capital. The members will be chosen 
from outside the civil service. In addition, the Govern- 
ment will appoint, by decree, a Commissioner who will 
supervise the accounts of the Bank and will act as liaison 
officer between the Government and the Board of Direc- 
tors. The members on the Board of Directors represent- 
ing the private investors will be elected by the general 
assembly of shareholders. If the net profits of the Bank 
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exceed 6 per cent, the excess will be shared equally by 
the Government and the Bank. 

The Bank will have three departments: one will deal 
with agricultural credit; one with industrial credit; and 
one with land credit. Of the loanable resources, two fifths 
will be for agricultural credit, two fifths for industrial 
credit, and one fifth for land credit. 

The Government is authorized to guarantee loans up to 
LL 25 million, excluding interest, to be granted by the 
Banque de Syrie et du Liban to the new institution, pro- 
vided that such loans do not exceed LL 10 million in any 
one year. Repayment of the loans advanced by the BSL 
to the Bank will begin ten years after the new institution 
is established, and will be on the basis of one twentieth 
per year. 

Source: Le Commerce du Levant, Beirut, 


July 14, 1954. 


Lebanon, 


Economic Aid to East Pakistan 


The Central Government of Pakistan announced on 
July 14 that, in the fiscal year ending March 31, 1955, 
its economic assistance to East Pakistan would amount to 
PRs 210 million (US$63.6 million), compared with 
PRs 75 million in the fiscal year ended March 31, 1954. 
Of the total allocated for 1954-55, PRs 120 million will 
be used for development projects, particularly in irriga- 
tion, thermal power, and road building. The remainder 
will be used mainly to increase stocks of rice and jute 
and storage facilities for them. It is also expected that 
some of the funds will be used to increase imports of 
essential consumer goods, particularly cheap textiles, in 
order to bring down prices of such commodities. 


Source: Dawn, Karachi, Pakistan, July.15, 1954. 


Far East 
Financing of Private Industry in India 


The Reserve Bank of India, acting upon the recom- 
mendation of the Shroff Committee on finance for the 
private sector (see this News Survey, Vol. VII, p. 4), has 
extended the bill market scheme to all scheduled banks 
having a license under Section 22 of the Banking Com- 
panies Act, irrespective of the size of their deposits. The 
bill market scheme was introduced originally in January 
1952, with a view to providing facilities for scheduled 
banks to rediscount eligible commercial paper at the 
Reserve Bank. In extending the scheme to scheduled 
banks, without regard to the size of their deposits, the 
Reserve Bank has gone beyond the recommendation of 
the Shroff Committee that the scheme should be extended 
to scheduled banks having deposits of not less than 
Rs 10 million (US$2.1 million). Until the recent action, 
only scheduled banks having deposits of not less than 
Rs 50 million ($10.5 million) were eligible for partici- 
pation in the scheme. 
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The Reserve Bank has also reduced the minimum limit 
of advances under the scheme from Rs 2.5 million 
($525,000) to Rs 1 million ($210,000) ; and the minimum 
amount of each individual bill has been reduced from 


Rs 100,000 ($21,000) to Rs 50,000 ($10,500). 


The Reserve Bank has also acted upon a second rec- 
ommendation of the Shroff Committee by appointing a 
committee under the chairmanship of the Managing 
Director of the Imperial Bank, the largest joint stock 
bank in India, to make specific proposals in regard to 
the establishment of a consortium or syndicate of banks 
and insurance companies to underwrite or to invest in 
new issues of shares of industrial enterprises. 


Source: The Statesman (Overseas Edition), Calcutta, 
India, July 24, 1954. 


Foreign Investment Law of Taiwan 


The legislative Yuan of the Taiwan Government 
adopted on July 6 the Statute for Investment in China by 
Foreign Nationals, which guarantees to foreign investors 
the withdrawal of both the principal and the income from 
an investment in Taiwan. Article 12 of the Statute states 
in part that, when an investor applies for a foreign 
exchange settlement against the annual net profit and 
interest accrued from his investment, the amount applied 
for shall be limited to 15 per cent of the total amount of 
the investment. If the amount of the foreign exchange 
settlement for which application is made is based on 
income derived from furnishing technical assistance, the 
amount of settlement allowed shall be determined by 
the Ministry of Economic Affairs at the time of screen- 
ing the application. Application for settlement of foreign 
exchange against the principal invested may be made 
no earlier than two years after the original investment. 
Specific protection is also accorded foreign investors 
against requisition or expropriation. 

Source: Chinese News Service, Press Release, New York, 


N. Y., July 20, 1954. 


U.S. Economic Assistance fo Korea 


In the fiscal year 1954, $318 million was spent for 
reconstruction and rehabilitation in the Republic of 
Korea. More than two thirds ($200 million) of these 
funds were supplied by the U.S. Foreign Operations 
Administration and the remainder by the U. S. Defense 
Department’s program for Civilian Relief in Korea and 
the United Nations Korean Reconstruction Agency. 

Korea has suffered from a long inflation; the cost of 
living in 1951 was ten times that in 1949; and it in- 
creased another 150 per cent between 1951 and 1952, 
and a further 40 per cent in 1953. Inflation still threatens 
the attainment of stability, and the outlook is for con- 


tinued government deficits, a low level of production, 
substantial outlays for reconstruction and industrial ex- 
pansion, and insufficient imports. Although per capita 
agricultural output rose about 30 per cent between 195] 
and 1953, it was still well below the prewar (1935-39) 
average. 


Source: Foreign Operations Administration, Monthly 
Operations Report, Washington, D. C., April 30, 
1954. 


Japan's Payments Situation 


According to the Foreign Trade White Paper of 1953, 
published by the Japanese Ministry of International Trade 
and Industry, Japanese imports in 1953 increased by 
18 per cent, while exports rose by only 1.4 per cent, 
compared with the previous year. As a result, the Jap- 
anese trade deficit in 1953 amounted to US$945 million, 
a large part of which was offset by the surplus of 
US$751 million on nontrade items. The Japanese 
exchange holdings fell from $1,130 million in January 
1953 to $803 million as of March 31, 1954. 

The Ministry pointed out that the causes for the worsen- 
ing of Japan’s payments position in 1953 were a budget 
deficit, an easy credit policy that resulted in increased 
consumption by the public, the high price of export 
commodities compared with prices on the world market, 
and a tightening of import restrictions by other countries. 

During the first quarter of 1954, Japan had a deficit 
of US$219.3 million in its trade with the United States; 
this was 77 per cent above the deficit in the correspond- 
ing period of 1953. The increase was due mainly to a 
51 per cent expansion of imports, to $273.5 million; 
exports, at $54.3 million, were about 5 per cent under 
those in January-March 1953. The principal increases 
in imports were in rice, wheat, cotton, soybeans, and 
certain types of machinery. The export decline was most 
marked in iron and steel products, cotton and silk fabrics, 
and chemicals. 

Sources: Asahi Shimbun, June 21, 1954, and The Nippon 
Times, July 19, 1954, Tokyo, Japan. 


Japanese-Mexican Joint Spinning Company 


Representatives of a Japanese spinning company and 
Mexican industrialists have signed an agreement to estab- 
lish jointly a spinning plant in Mexico City. The new 
company will have capital of ¥ 1,000 million (US$2.8 
million), which will be provided equally by the two 
signatories. The Japanese company will provide the nec- 
essary machines and equipment, and operations will 
commence early next year. The plant will be equipped 
with 30,000 spindles; weaving machines will be estab- 
lished later. 


Source: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, June 19, 1954. 
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Restrictions on Indonesia-Malaya-Singapore Trade 


The Indonesian export control authorities have issued 
a decree banning exports of high grade rubber (including 
rubber sheets and crepes of grades I to III, browns of 
grades I x to III x, and all kinds of blankets), estate 
coffee, and tea to Singapore and other Malayan ports. 
It is believed that this measure was prompted by the 
intention of the authorities to halt transit trade in these 
commodities through Singapore and Malayan ports and 
to sell them directly to the ultimate purchasers. 
Source: A.N.P.-Aneta News Bulletin, New York, N. Y., 

July 20, 1954. 


Philippine Investment Commission 


An Investment Assistance Commission has been cre- 
ated in the Philippines to aid both domestic and foreign 
investors. The Commission will advise on the best type 
of investment and will be able to facilitate government 
approval for tax exemption, dollar import allocations, 
and raw material procurement. The Commission will 
comprise top-level economic and financial officials of the 
Government, and will coordinate all branches of the 
Government to effect the maximum economic develop- 
ment of the country. 


Source: Philippine Association, Philippine Newsletter, 
New York, N. Y., July 21, 1954. 


United States and Canada 


U.S. Surplus Agricultural Commodities 


The Foreign Operations Administration (FOA) has 
announced an allotment of $10 million to finance the 
procurement of surplus U.S. wheat and cotton for Yugo- 
slavia. Previous allotments have financed wheat, cotton, 
and lard shipments to Yugoslavia, totaling $25 million. 
The funds have been made available under Section 550 
of the Mutual Security Act of 1953, which provides that, 
in the fiscal year 1953-54, between $100 million and 
$250 million be used to finance the sale of surplus U.S. 
farm products to friendly countries in exchange for local 
currencies. The local currency proceeds of these sales 
may be used by FOA to further the mutual security pro- 
gram of building up the strength of these countries. The 
dinar currency paid by Yugoslavia, equivalent to the 
$25 million of FOA dollar financing, is being used for 
U.S. offshore procurement of military equipment and 
supplies produced in Yugoslavia and for other defense 
purposes. 

To date, FOA has earmarked a total of $245 million 
of funds to finance surplus commodity sales to more 


than twelve countries in Western Europe and the Far 
East. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., July 19, 1954. 





Corporate Earnings in the United States 


A tabulation by the National City Bank of New York 
of earnings during the first half of 1954 of 660 corpora- 
tions in the United States indicates that net income after 
taxes was $3,688 million—2 per cent above the first six 
months of 1953. Most companies reported declines in 
sales but, in the aggregate, these declines were more 
than offset by lower taxes, reflecting in part the expira- 
tion of the excess profits tax at the end of December. 


Companies showing the largest increases in earnings— 
ranging from 18 to 35 per cent—were automobiles, office 
equipment, paper, and food. There were sharp declines 
in earnings after taxes of railroads (down 45 per cent) ; 
textiles (down 64 per cent); iron and steel (down 16 
per cent); and service and amusement industries (down 
23 per cent). 

Source: National City Bank of New York, Monthly Let- 
ter on Business and Economic Conditions, New 


York, N. Y., August 2, 1954. 


Canadian Exports 


Canadian exports in the first half of this year were 
valued at Can$1,844 million, a 7.5 per cent decline from 
the first half of 1954. Most of the decline was due to 
reduced shipments of wheat and other grains, which were 
more than one third below those in 1953; but exports of 
zinc and products also declined sharply. There were 
significant increases in exports of woodpulp (up 12 per 
cent) and of nickel (up 11 per cent). The largest per- 
centage decline—about 23 per cent—was in exports to 
the outer sterling area. Exports to Continental Europe 
fell by 17 per cent; those to the United Kingdom dropped 
8 per cent; and those to the United States decreased by 
about 51% per cent. 

Source: Dominion Bureau of Statistics, Daily Bulletin, 
Ottawa, Canada, July 30, 1954. 


Latin America 


New Coffee Tax in El Salvador 


On July 7, the Legislative Assembly of El Salvador 
approved a bill imposing an additional coffee export tax 
of three colones (US$1.20) per 100 pounds. The new 
tax is in addition to the progressive tax established by 
Decree No. 836 of September 13, 1950. Coffee taxes in 
El Salvador now total about $20 per 100 pounds, or 
23 per cent of the present price of $85 per 100 pounds. 
Source: Tribuna Libre, El Salvador, 
July 8, 1954. 


San Salvador, 


Venezuelan 1954-55 Budget 


The Venezuelan budget for the fiscal year July 1954- 
June 1955 estimates expenditures at Bs 2,380 million. 
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Administrative expenses will be reduced somewhat, while 
investment expenditures—including public works, en- 
couragement to industrial and agricultural production, 
and the contribution to semiofficial organizations—will 
be increased to Bs 1,062 million. This figure does not 
include extra-budget investment expenditures, which are 
financed out of the special reserve fund. 

The total expenditures include those of the Venezuelan 
Development Corporation, which will spend an estimated 
Bs 136 million on its own projects. This includes Bs 51 
million for the electrification program, Bs 45 million for 
the development of agriculture and livestock activities, 
Bs 14 million for industrial development, and Bs 5 million 
for the regional development banks. 


Sources: El Nacional, Caracas, Venezuela, July 3 and 4, 
1954. 


Higher Reserve Requirements in Colombia 


The Board of Directors of the Banco de la Republica 
(the central bank of Colombia) has increased reserve 
requirements by 20 per cent on new deposits made after 
July 8, 1954. 
40 per cent reserve requirements on new deposits made 
after April 10, which was put into effect in May 1954. 


It is estimated that banking deposits as of July 7 amounted 


This increase is over and above the 


to approximately one billion pesos. Henceforth, any de- 
posits made will carry a reserve requirement of 60 per 
cent. The measure is intended to avoid future monetary 
expansion. 


Source: El Tiempo, Bogota, Colombia, July 8, 1954. 


Credit Offer to Bolivia from German Firms 


German businessmen residing in La Paz have offered 
to the Bolivian Government, on behalf of a consortium 
of German firms, a credit of up to US$10 million, to be 
used for the purchase of machinery, industrial raw mate- 
rials, and consumers’ goods. The German Diplomatic 
Mission at Lima, Peru, has offered full support to any 
negotiations related to this offer. However, it has been 
indicated that the credit will not be between the respective 
Governments, but that the contracting parties will be 
German firms and the Central Bank of Bolivia, which 
will act as guarantor. 

It has been proposed that the credit would be for a 
term of up to four years; that partial payments would 
be made in accordance with mutual agreement; and that 
the Central Bank of Bolivia would guarantee the credit 
through its acceptance of bills of exchange, in dollars, 
for the amounts of the merchandise shipped and for 
terms to be determined. 

The Bolivian Minister of National Economy has stated 
that his Government has accepted the credit, in principle, 
up to an initial amount of US$3-5 million. 


Source: La Nacion, La Paz, Bolivia, July 7, 1954. 
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Other Countries 


Australian Internal Loan 

The Australian Federal Treasurer announced on 
July 26 a new cash and conversion loan for £A 50 mil- 
Holders of 334 per cent securities maturing on 
August 15 are invited to convert to the new loan for a 
total amount of £A 12.4 million. In addition, £A 37.6 
million of new money will be sought for public works 
and services. 

Terms for both sections of the loan are identical: 








lion. 











3 per cent on securities maturing in April 1957, issued 

at 9814 per cent; and 41% per cent on securities maturing 

in October 1967, issued at par. 

Source: The Financial Times, London, England, July 27, 
1954. 


Australian Wheat Price 


Under a five-year price stabilization plan for wheat, 
agreed by the Australian State and Commonwealth Gov- 
ernments, farmers will receive 14s. per bushel for wheat 
consumed in Australia during the five-year period. Even 
if the export price should drop below that figure, the 
home consumption price would not be less than 14s. The 
plan also guarantees to farmers production costs in 
















respect of 100 million bushels per year. 
Source: The Financial Times, London, England, July 27, 
1954. 


Loan by Rhodesia and Nyasaland 

The Government of the Federation of Rhodesia and 
Nyasaland has announced the flotation of a £10 million 
loan on the London market. The issue is in 4 per cent 
bonds, 1972-74, at a price of 9714; 10 per cent is payable 
on application, followed by 40 per cent on September 1 
and 471% per cent on November 4. Subscription lists 
were opened on July 28. The proceeds are to be used to 
finance development projects of the Federal Government 
and the Government of Southern Rhodesia. (See also 
this News Survey, Vol. V1, p. 268.) 
Source: The Financial Times, London, England, July 24, 

1954. 















International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 









quoted and are not necessarily those of the Fund. 
The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
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